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CONFIDENTIAL LONDON 02396 

E.O. 11652: XGDS-1 
TAGS: ENRG, UK 

SUBJECT: PROPOSED SAUDI/BRITISH NORTH SEA OIL SWAP 

REF: LONDON 1331 

1. FCO INFORMS US SECSTATE CALLAGHAN DID IN FACT BRIEF 
SECRETARY KISSINGER ON PROPOSED SAUDI/NORTH SEA OIL SWAP 
REPORTED REFTEL DURING JANUARY 30-31 VISIT OF BRITISH 
OFFICIALS TO WASHINGTON. US OFFICIALS REPORTEDLY INTER- 
POSED NO OBJECTION TO HMG EXPLORING MATTER FURTHER AND UK 
EMBASSY IN JIDDA HAS BEEN INSTRUCTED TO FOLLOW UP WITH 
SAUDIS AS APPROPRIATE. 

2. ACCORDING TO FCO, BRITISH WILL ASK SAUDIS WHAT THEY 
HAVE IN MIND SO FAR AS INTEREST RATE, TERMS, ETC. ARE 
CONCERNED. AT SAME TIME THEY WILL MAKE CLEAR TO SAUDIS 
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THAT UK DOES NOT WANT TO PURSUE BILATERAL COURSE WHICH 
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WILL INTERFERE WITH MULTILATERAL APPROACH (SUCH AS IS 
EXEMPLIFIED BY YAMANI CONSUMER/PRODUCER CONFERENCE PRO- 
POSAL). BRITISH ALSO WILL POINT OUT POLITICAL PROBLEM 
THAT HMG MIGHT BE ACCUSED OF TRADING ON SCOTLAND'S FUTURE 
WEALTH IN ORDER TO EASE UK'S BALANCE OF PAYMENTS SITUATION. 

3. FCO SOURCE NOTES THAT WHILE IRANIAN SWAP PROPOSAL 
ALSO IS STILL ALIVE, VENEZUELAN PROPOSITION IS NO LONGER 
UNDER CONSIDERATION. 
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